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In '919. t:l Coca Cola from so,.,.,.. vending ~I.ne$ cost thit'tY-
fWe

:,*,1:&, ;

($.35) wfWle • call from 8 pUblic tslepnone in Southw...cern Bell',. tcnitory~ 'hr'!''Onty·

f.vI:I cants .'.26). Today, aeventeen yean Ist-, the ..-me Coca CDla eo~ between
, .

$ixty cents ($.60) to 3 <foliar ~.1.00), while tM &ame call from -a pobtic ~lephoJlO In

Soutnwettem Ben'f territory still eowrs twentv·fNe conts (t.25L It wotAd ~hus ~pp&ar
i

that the co8'tll of vended products in a t't'gh'V compemive mwtc.et nave in*,etlMd. but

108~~ed costs of pay telephone $Orv~. ~.. T1I~ned .rtJfieiaBv lowJ The:.tfect
of r.gulatlOfl has been to keep the ",tea for unt..pMf 1oe-'~y ~ephona ~e,below .

cost with a aub9ictY from o'ther servioo. through th~ r8t. case 1)1'008""

In reviewing the prQJ)OSI.d Nle r the Col11misston hall ~ade a pre-

J
determJnetion that the epprOpri8t8 rate for a "",-paid JooDI PdV' tolephonct4u ill ~~nty
five- c:ent$ (~-2Sl. Thic rete was propose<:J without any det.-mination of t~ actu:al COSI

of Ol'oV;ding a eent-paid loca' un frOM e pay 'te\ephone- ,,,~mllld. the cJmm\~nJ"I

moving forward il') a rul~n; ~r'OC*edlng, wtlich. by ita velY nature, d~ no~ allo I

for the cM\leIDP~ntof a record 'to sUppOrt &"'f I1I'l8 determination.' I. ,. I
Southwolrt8m a.If'. pubfio PfIff t~GPhone rate was eetebl~hed ~y tl1

Commhtsion '" twentY"'uve cents i$.25. in 1979 on a ~te-wjde basis. ""'$ flne hI '

boc'Jenleft \.H\chl!lf1ged rnrough at. le~ sbr: ge:runal t1I't~ pro~ding&. FOf th8 rnajorlt'V 0

~ laG! seventeen years, there hes nat ~n cO:Jt information n\@d for SoutnW6Ste, .
; .

Sell's pubric telephone service 8& it w83 0 rate that was set in the gener~l ..ate;desig
. ! : 1

portion of the rate eases. In the abse~ of me cost studies, there hll$ b6~n an !impUcif

recognition th~ the twentV'"r",. eont ($.251 rato 1........,..id 10081 eolla!ia+I~
by other Set'Vlces offered through the publ'o telephOMS. ihe prelimin~ry r~(tG J
costing information recently perfgrmed indicates that Soumwe5tCm B.J1's p05t
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providing a ..n,-pald local.,.. on .,.....-wido ..... ~ Tax",: I. epp"".~a'.IVfo~l
cent' ($.40~ per cell, hOt including 1M expenses MSOCflned w~ comm'~tOf1· , I

While $ent-paid kJcal celli may t\Ot be 'recovering the QOS'tE ~of 'P'~Vi3'
South-_,n Be.'~ pub"" ,--:...•••...,e on • s..',,-~ besis. eni·~.,;
$houJd al$O be made •• to wheth.r tho costs ere f'ecc;lvere<i b.sed upo~ al1 servi .

offered throu;h a pubfic telephcne such a_ intrs-L.ATA tollt operator ~~, .ncl
Befo,e undert.ldng tills "".".,;"ation~ I< Is I_n, '0 ,ecognl•• that roen~t
offered 'thr'OUQh public.,..~M$ its o'Nn costs that mUSt be reeo\ler~. Thr

for
,

~h8 more appropriGle inquiry is wnether the contribUtion from other seMC~ is suffleienJ

to recover the cost~ of provld1n9 public t~'~hQne,. on en oveJ'all balJs. T~. 4an~ar~
that inquiry ,. ~os; in genenal Sou'tI'\western BeU's public teJI.ephone~i:;Ptofl't.b~-

, I

Thi6 ~t true .for ell of SOUthwastam ~I's public telephones, however.\ 55 there h~u, . I

been .~ increase in the co.mpo'ltion in rnenv of 'he o'ho' services offe",~ thto~gh 'h~
public relephoneli sueh as fntnt-LATA torI and oponltOt" aenrioee. For exanjple, OVBr th~

I . I

last eighteen (18") mOr'lths. South'NltS'tem Bell estimates tnllt tt ha5 aost 30% of tte in~·. : 1
LATA toll traffic frOM publfot~e~ by eod-users dialiog -,0XXX· codes or n·1JO~"

co.des 50 thet intra-LATA toll call~ ere carried by tn- intere'tehan98 ~~. rurthefl
whl~ approximctely OBzsrly 70% of the f(N('tnlH~ f.-om public t~ephone£ a..~ from J~

celllns, 93% of the local calting i$ on a sent-pei<f bMis (eJWludin9 inmete W). Th~
means that the vast majol'ity of the calting from tNt public: telephones Is~ cailins~
most of the local calling is being provided at a non-eompensalOry rate. ~ As r~en~, : ' !

from the O'thoar services It\8't hole support the placement of~t~~fI I

deolirling. it should be no surprise thBt SouthwEistern Bell has already ..+ov~ 6.0

to 7,000 public teleot'roOO$ over the ~t two years as bQing uneconomibal. .~ .
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TId ..on<! win -_nly_t..... ;" "'" luNr. H _t-poid~ caIl~~.. . :

, be prl>vtded at non~ompen$etory ,ates. In the post H&-2' 28 et'M~merit. pa~, .
1014tphone $ervice must be ev-atuatad on il~ own merits. Sou1h.,,~emIsen'$, .p1.lbSi1

telephone 8eN\ee l$ exprenly reeogni%ed 3$ being CQmpetitive In the l~i.!8tion 8$ it i,

incl<Jdedl1l the Baeket III C.""",tjlivc SeNlcoo- 8eeticn 3.356(0115). PU~ 95. ~n e.J.

o ccmpcthlv. environment. I':"Mdue) peV~. or 9"'- ~t.~ t"~";". wijl
nave to be evaluated to determine whether they warr.1Tt remalnang In srfVlce

. E\lef

thOU9h a pay oslephone. or group of Dav tek1phones, might have. lerge nufnber of &.en -I .

paid local calla, 11 they do not heve e QUflIe.ient amount 01 oth&f revenu~ lA) $\tbsidiz:.

ttwl non-com~rvlocal cell ret6s, thoy may heve to be remov&d. I~ this r~:i. , ,

SoU1:hw~&m e..,11 eS1lmat~ 'that bstwoon 20,000 to 30,O~ of lUi a;e,009 Tex

publte ~phone$are only mwginally pt"ofitable and IIlf. in danger of ramo-J. if the senf­

paid loesl call Tate is not lncrused to improve tne protttability of tl'\e tel~han~,~ j
These conoems are net &Oldy~o_ of Southwe.tam Ben·l All provld1&

Gf pay telephone services must address tf'le:ss S~rne issuee end make simil6r 6'1alu.tJ'~O.I ;

In order for any pt'O\li.der 10 be compGtitfve. n musr be enured that 1hef'e .~ IJ re~
opportunity fer every pay telephone in th. fietct w rmdte a ~roftt. lit haGi ; 1
_ i : j

:l. T~ eould halle 8 tr~oc.I$ im~t on t/'\ON pubk teMPhon.J thst~ tP.e
conGKter.cl pubJie Interest 0( OUbIic need telePhones. While 1here may be! debate·boin
whet const1111UW& • public need pay teJepho1lO, it wOUld be fair to prob~ include ~y
te\ephonaB at such Io08'tign5 as houtin9 pro)eetS, pUbliC tacilitiec, nMghb!Orhood stor~
itl u"derdevelO94lld areas, oitY parks, etc., which lYPlcally h.vc 1$$$ tl8ffk: thillln ~r
Ioe.~ons. SoUlhwestem W h8$ a l8~ nL,Imber of Io~tions that cou\d be considerc!Kl
publrc nee<l Fore~. whll& Southwestem 8eI estimat6G mat It h_ ~rOlCirn8\~y
70% of the pay t~ne., it Dnty h_ .pproKimat~60% of 'the pay wtflphONe traffIC.
In a rate.ot.rewm -.vironment. p1,Jbue. nMd pay tetepnoC'es couJd be ,u~ed0" ~e
biU.i. a-a1' the eomP'lrry's overall revenues WI!I~ r.-sonably protected jwittl ~ *
cOMPc"$&ting sent-paid Io¢SI call ratl. The lame is not trUe in rs c:o~
marketplace wJthout rst&-of-return r&slOua-l rete M8atJng.
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SOIRhW.....rn 1loI1'.~on~ ;n _ ....._. wt- It rom~ .,.,.' ot It~
public 1.i.ephoneS on the b3Cia it 1$ unpfofitllbJe and it is subsequently ",p1I1C.,p byI

prForet8 Pifll ~a.phone, the priv8io J)!IY t~On8 i~ also NmQved w1U'lio sh:l n\On~s. I

1l1'l0". 8 10C4tior'\ the.t ~ not profltabk for 0fl411 pay telephone provider i~ U$U811y no

pl'"ofltable for env pay 1eleJ)horl8 providiilf;

In oAier to u.~ 'that pay 1B'-phones thIrt have a preponder~ ~f sent

paid 1oa.,1 ceU' can remain profitabte in th" new regu\atorv "mtlrTnmont, th

Commission should establish lhe .ent-paid local eaJt maximum rate at an jamount ch.
I !

, .Uows aU p8y telep~on. prov!det'$ an opportunttv to meke such telepho"'. lX"~
!

end BlIgw~ the marketplace t() 'W1)rk.. ln 'that fogard, Southwesten'l Bc:III ~e~t.6 tn.
the rul. shoukS ~pecify thllt the m8Ximum rete that can be charged for s~nt.p~id Ioe~
celia is fifty contB ($.501, settinoi the maximum rate lit fifty cents ($.60) dbes nOt m4
11I1 rB't8$ witl immediately rise to fltty oant:s ($.50). Aftor all, this ts 8 ~4 comPetltivt

business. Rate... may vary ac:aording ~ geography, fDot tra~, tr~u~v, 8 •; :

.Moreover, $etting the mmamum rete t" fifty centIS ($.50' in5U1'eS epP10pfrilteI "

recovery In a num~r of special sltUlRicns. For.~, becaUH 80~ tocllftiN.

u,ed innquemly, ~e$$ione;r~at ~oe$ like football stadiulT\5 chatge! mor« than .
I

charged outside the stedium- Thia does not mean. non-competitive ma&.eti it sim!)ti '

reflecu that ftxee eostrocovury mUI:{ occur one day a week r.~r~ ~ven. jrhei ;

telephone business is similar; to ensure wide aveilebillty of pay telephd.n.. '~ publI ,

pisces (e.g., Erwin Center end Memoriai St.lldium) the Commission ~st.~ke inI i

ac~t that talepllOne$ placed thel'8 are UHd inf~/"ltjy,and even the'" primarily fI r

local call$. A maximum~ of fifty cent ($.50) reeoanizes these re.ltU"~ Th~aiamo
should alloW pay telephone ptO\Iiders' a reasonable opporwnity tQ rooM ~ent-p~id I

i :
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cal" _fitablo. 't wil 0100 holp Ie ,.....'" til.. "'oo. pub!;" ;nte'ost ~v ",'ophon i
.~ ,

'ocation$ that do not g41lftr81e $tIfficient tong distance ton cal15 or oth6r l,evonuC6 't

make 8 set prolltllble can be m.intaioed at their preBent locations.

At the time ot the public: hAring on OctOber 5, 1995, the o~ly commen._not __ 'ocol ..." "",,,,,hono , .... to fifty _ulS.601 wOS by; Conoumor·J

Union who 8tltted that tho(1A9lataUINI intended the rate to be twernv-fiV'O!een't$ (~.251
I'

until something ha~l'\$ at some point in 1M Mute to require the rate fO be higherr

Thet'e ;s nO'th1n9 the L.,..isl~hi..-tDry ind~ng thcst~ t.og(el.-ture wanted 'to leav

tho rat.... tw flv<> 0<0_ ($.251. To"," """"",,,. the l.giahltut.eon~.N>d...v~
hi9"" omountS 'n ""'y dnom of .... PURA 95. It waG ...... ''''''' ~""' of 4
Legislative ...slon that any spoeific ceiling was removtKf from the Lagj$lJrtion and nt
Commls5ton was c:hBrged at ~g an appropriate ceiling. This d.~onstr"te.sar
intention an the part of the leglsJeture 'thet this Commission shO'lk! exercUo4t ~~ j

"'spec:i.lized expert:i$$" in the area ot 'teHrcommunieetions regu1lltion in determining wNit

woufd be en appropriuto charge for sent-paid local calfs. -from pay t.I~On$$' ThQ~
certl!linly W&a no indleetlon of .-.y intent by U'\8 l..Jtgi~SWfe that th4 Com~~oncnour

b!
' h . i I

8St8 1& the eum=nt r.-toe by rule without any jO(1lriry into what~ be J6r'
appropriate rare. i

The legialature has pt'~Vlousl.,..endorsed fifty centS t*.50) 88 J... apprcprl ,e: I
local rCitEl! 1n some circumstances. In !3.306. not. end mote-I" .,.. pr~JueJed from

ehotgIng m,.'. then fifty e.nu t5.S01 fo'.1ocaI coli in which Opel'''''''a~ '" ,J"
used. SUI'Ni, II fifty eent ($.50) pay telephone rate is jt.n'lifled 8& tha~ $Of"V'i~ muk

recover .on of th' costs of tte.ping the HNtee operational. In the hPtei situatio
J

•

•

i'
I L
j I:

1 \!
I I)

!~

Ii
j:
Ii
,;
"
"

,

r !
Ii

1\

\!

Ii I
) ;

j
i

"

'I

I~,

II
II
I

II
"

Ii
,

il

10/23/95 16:36 TX/RX NO.0687 P.009 •



odtninftJt
r
• rlve, ,oom to room, and other us.s shere the expe.n$e of t~ teI~hone, j

.,
:1
i:
11
"

; ,

Ii
\\

j:

~ i
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I

So~ Carolina) and one a~ws l?5 pet minute with no cap (i.e., MISSi1'ipf:)n.~ Wl\,
omer BtSt£Is have not moved 'to increase pay tete¢tQnQ rateS. many a1iow ~e.v tOI~pho

1)rOviders 'to enarge rates fDr 8dcfrtio~J serv;cea 'to recover costs that ~o ore~ntlr ,

recovered In genereJ revenues <e,g., charge_ tor Iocali directory asslstarlce +ervicO
a

fro

pay 'teleohones). In its ~~tion In Docket No, , 03e 1, fdating to Ch8n9lng 'the rate
!

for DirectOry ~i&tarlC~Servicer, Southwestern Ben 9stablhJhed mat ~e~ \~ a oo~

to prDvide local directory ti$i&tance Mrvice$ from its public teJepf1on~ nJ.
Commission denied Southwestern 6lJIl'B request to Dhet~e fDt' Joeel OJ,ee::to~ AsJ;8t.en~
from any pay teleohDnft. Therefore, in addition to the totaS reven&Je$ tro~ .~ ~~
oTfttred at pUblic te'eph~ havtl'\g to GubBidlze the costs of seot-~aid local~> thot
revenues "Iso continue to hllV~ to subiiidize~~ of Directory A"~nC8 serviGOS

!

Finally. It choutd bEl no't~ thet a number of other states ~a"e ~""eudy'
. ' .

adopted ratd...Uowing pay tef6phone prcvkHna to t;h8If"!Jo mCilximUl1'J ratM :in exeeaa 0
, I

twentY.fu/a cents ($ .25) fO{ loca' pay telephOne <;etts. fo, exam". ~x st~. inc'udi
! :

ntinoi£, Ne!;)r,;lSka. WyomiTl9. towa, North Dakota end WISCONm now ell~W thie:tY-
fiV

. ~, :

1$.36) cents to be charged par calt end WiSOOl'lStn has de-tariffed pay 1:eI.phone&. T
, :

st~* allow II local ov~rtimeoption, some with c:aI):$ uP tel II dollar (e.g., t:;entuclcyen

."etem.

',:

j.

i:
!

.
i.

I;

I

I
~ Corwolid1Red Oooket NOll. 1038 L 10122 & 10 t 23: A!PPJlcation f

So-uthwestern Ball Telepho"e Company to Change end Restructure R~ ior OfreC(O

A,815istaneGi Public Utility CommissIon of Toxa$. ! ;! .
,
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I

oftwed from public telephon68.' AcootO"'9'V, there il no bui$ to maintain ~ artifici8tI~" ' ' .I

low rate In Tex.. of twertt'(-1ive cents ($.26) p« $8J1f-paid JooeI csU~ thT tr4, ' ,

1IIef1)$S the country is tes t~ oontreN. ' i 1
J

II.
ClWroe for 800 can&

Southwestem &eft Is conce~ed abolott tho language In 'the rUI~ tha~ anowt
l

8et"1JS8 ch8l'9- CIt UP to twef'1tV-tive cents (~.25) per 800 numba" can di~4Id oh e pat .
t~phof'llO. The problom thiB cr6ateS i~ that me F.deral eommUnfcsVoN:J Com~ssi°t
has ordered that local calls from pay lblel>l'UM\eC 'to 'U"l9 Te~mmunieetion~ Re'-y
Service ("'R$"1 Cent_f. must be free of charge. Mernoraod\n1\ Order, cb Doc'lc.et 9d­
571 .. Rel••sed August 26. '996. ....... nAo ......1hat impo.;t;on of us.~ ..lust mj.
be incQfl$,StM1t with federal lew. Proposed Rul4t" (h)(1 HBl. As the pro~ l$eaU°r
(h)(1 )(0) $pOcifies exceptions tor calls to long diWlnGe c:.rT~I$( an addmoral e~cepti°r
anould be listed for calls to TelecOmmunicBtions Relav SeNt<:o Centers. ! 1 '

l : I! ~

JR. I I
Enfor~ of hyT~RuI_ r: 1

Th. pr"""~cd,ul....qui.._ • cjOmInant cortificorted~"~ICotiO+
utilIty net provld. custonwr-owne(l pay telephone 6Of'\Iiee- to any pet8Of\ U~lU that persqn! i

i :
I
Ii :

3 .,~ also bs saki that the costs of pravidll'liQ local Oi,ect~'Ae~.ortmJ.e
..rvice from pubrte telephQM8 is a&b:iidiud by ottw~ryAUtstan ~~To
'h$ mctettt~ ... reven"," 8S5Oei8l~w;th~~hones.-e «lI'J$td i~ viewbt-g
the prcfitabllltV of 'the pubfic tefeDhOl'\8S, the coats of J)(ovcdtl'\g those f'th¥ .seNi ~
muSt also ~ considered, ! i
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to do &0 'through rul~ and regulatiON in the: tcriff& of the certificated local e)(ct'le
, ' 'f

cornponie:s.. This he. beeh an 9)(tJ"8rnely compet.itlve mat1tet and theM have bee~. ! I

complair'lta IlIbOLlt the local exchangec~ being in the position of ~th IInfoTcin
I '

the rules and compating for the prime ~rkst locations. The Commis$ion~ inStitut
, I I

,8O""ral ;nv~Q8tOry and enforcement actions over the Y.~s at"d! h86 ~..".
eXJ:lerieneed ftfs1--hand tM magnitude of the problem.. th8t. GIln exist in ltho it:'ldUstr-;.

Thef. wi\! elways be III considerable amount of competition In th_ pay~hDne;m
lllfk8t

! I
Thi6 has bsen ,~osnbed by the LeQislatu,e by including, the provl~on ,"of public P

~I.phorw c.orvices in the Basket 11/ 8ervic6 in the PORA 95. Sec'tio~ 3.358(a)(6 ,, ,
PURA 96. Giving the loeaf exohange compenie$ the abilitv 'tX> dony t~ pro~i£ion f,
COrnpetitN"e services based upon 6 competitor's ocmplience with tho CQ~n'6rul $:: :

only :serves t~ increase the animosity tn the industry and create opportUll~es f~r claf

of anti-corrapstirive conduct, ) ,

Moreove(, th.e Comml$$ion now h_ reet enforoern.m toof~{o deat diT9C y
I I

With violGtions of Its ru\es. AdditionsUy. the Commis$lot'l aI&D has !be$n: gran! •

additlofllli authority fn the enforcement of adrnlnisttll'tive penelt~ ~~ th~ ra
!
!

h.. "noVidod ...00' ,ha' -vII""" .-g;........s with the eommioo;on, whi,,!,~~ iii
w~1 be bY .u"p1y;ng • copy 01 • c;;,mmluion prov\4eCl Prool of Fl~~ lannJ \:
$eCttOl" 23J~4fb)(21. Thls PfOvt~on ettectivo\y makes the incumbeM IOclal ~Xeha"J I, I \1
com~Y the .errforcer 01 the CommilSCion'$ MW ~ tel.pnone rules: ;F",~or, t i

I ',,:,
Pf'OVj~iol'\ has no effect on the provision of pay Ullephone serYJc85 from ~~ina

r;cmfk;ated tef~uni~tioftautilities. j: I,
I ! Ii

SpeclficeDV, in the pa~t the Convntssiorl he. not had~ \II
regulate the prov;sjon of privetII' pay telephone service lind nas IWmetl~.a~ pl
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~ .......,n. f'URA liS. '1.3215. Tk eomm;uion should - to, oxerciueJ
juricdietion in (hie reoerd rat.'her 1~'en 10 co~ to enforce 1T8 r~es ~roughi'

, I

SOUthwestern Be"" tariffs. A turd'leC' pt'"obl,m i. tt\e proviaron th8t ~ ~(OO1j

:::=:;::::;:~P=o:=:::.::.:~~:.±:~
term in 1t1e P'lJRA 95 ~ ·dominant oel'tificllted 'teI.co~muniCJltiCmSuti1rrv" (OCTU~1
Thts tetm has been created tn propoeed ~mentB to the co""",,isslon'_\Subs~v,

Rule» in Projec1 No. 14372,. Southwectem 88&) win be filing corn~ In that. I ;

proceeding &Cidr~ing the r&aSOne why the Commiesion whoUld oat c~ate i& non

statutory entity callod a dominant certmcated leloeoommUnleationa utllltY injn,., r~vis.io, I
I •

of it'S ~ubstan1;"'e rules. Suftiee i't to say 'that for PUfl:l0ses of tne proPO~ paj I

telcphC)1')8 ",,1I5oS ilwot tt is tatally In8~ogriste to C1'eate suet\ 8n entity •• it! only cr~

coniwion and rew\t$ in the m~inttwpret8tionand mis!lJ'Plicrion of the pro~ision~of wl! I wT
PORA 95 i I .

. Fo. e""mplo. in the ...eo of .....- owned plV ","pha... ~.rvl~.4
reQUirements of proof of ~stretionwould on"" apply to the ineumbont lob. e~Chattg~
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Before the
PUBLIC SERVICE COMMISSION OF MARYLAND

' ....

)
In the Matter of the AT&T Petition for )
Suspension and Investigation of the Tariff )
RevisioDs ofBell Atlantic - Maryland, Inc., filed )
and approved under Transmittal No. 989, )
Establishing Rates and Charges for Pay )
Telephone Line Services, and Transmittal )
No. 995, Concerning the Withdrawal ofIXC )
Coinless Telephone Service, Semi-Public: )
Service and Public Telephone Service )

)

--------------)

Case No.

BELL ATLANTIC'S OPPOSITION TO
AT&T'S PETITION FOR SUSPENSIOlS AJSj) INVESTIGATION

PrelimjnaQ' Statement

Bell Atlantic - Maryland, Inc. ("BA-MD") respectfully submits that the Commission

should dismiss the petition filed on March 28, 1997, by AT&T Communications of Maryland,

Inc. ("AT&T"). AT&T's Petition is a baseless and belated attack on tariffs which have already

been reviewed and duly approved by this Commission.

AT&T asks the Commission 1) to institute an investigation of BA-MD's revised pay

telephone tariff which was approved by this Commission on March 5, 1997; 2) to direct BA-MD

to reduce BA-MD's intrastate Carrier Common Line ("eeL") charges to reflect the "removal" of

alleged intrastate subsidies and the alleged "increase" in payphone compensation that BA-MD
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will receive from interexchange carriers (lXes); and 3) to declare that beginning April 15, 1997,

CCL revenues will be subject to refund for'the CeL reductions requested b)' AT&1. I

,AT&T's Petition is both procedurally and substantively invalid, and should be rejected.

I. AT&T'S OPPOSITION TO THE TARIFF REVISIONS IS
UNTIMEIS AND WITHOUT MERIT

AT&T's Filing is Untimely

On January 15, 1997, BA-MD filed proposed tariff revisions under Transmittal Number

989 to offer new payphone line access services? BA-MD filed these tariffs and supporting cost

smdies to comply with the orders of the Federal Communications Commission ("FCC")

implementing the payphone provisions in Section 276 of the Telecommunications Act of 1996

("the Act,,).3 Specifically, the FCC's Payphone Orders required BA·MD to file, by January 15,

1997, state tariffs for the basic payphone access lines and network services that BA-MD would

AT&T Petition at pp. 1-2, 10.

BA-MD also filed revisions to withdraw public and other payphone services from the.
tariffs in February 1997 under Transmittal No. 995, not "996" as indicated in the caption of
AT&T's petition. At any rate, although this tariff Transmittal was included by AT&T in the
caption of its filing, AT&1 does not discuss these withdrawals.

Implementation of the Pay Tel¢1lhQne Reclassification and ~ompensation Provisions of
the Telecommunications Act of 1996, CC Docket 96-128, Report 3.Dd Order, FCC 96-388 (reI.
Sept. 20, 1996) ("Report and Order''), ap,peal docketed sub nom., IlHDois Public
Telecommunications Assn, v. FCC and United States, Case No. 96·1394 (D.C. Cir., filed Oct.
17, 1996), ~,FCC 96-439 (reI. Nov. 8, 1996) ("Reconsideration Order)";~ DA 97-678
(Common Carrier Bureau reI. April 4, 1997) ("Clarification Order");~, DA 97-791
(Common Carrier Bureau reI. April 15, 1997) ("CEI Approval Order"), Order, DA 805
(Common Carrier Bureau reI. April 15, 1997), QIsk.I ("New Services Order") (DA 97-814)
~ (Accounting and Audits Division reL April 15, 1997) ("CAM Order~'), (hereinafter,
collectively, the "Payphone Orders")

2



use with its own payphone equipment to provide its payphone services on a deregulated basis,4

and to reclassify its payphones as deregulated customer premises equipment ("CPE'') by no later

than Apri115, 1997. The FCC required that these intraState tariffs be effective by no later than

April 15, 1997, and that they be cost-based, nondiscriminatory, and consistent with the

requirements of Section 276 of the Act.s The FCC left the review of these tariffs to the states.6

Under the tariffs filed with Transmittal 989, Network Controlled Coin Lines C'NCCL")

and Network Controlled Non-Coin Lines ("NCNL") are included within BA-MD's Pay

Telephone Line tariff. These access lines constitute the underlying network services that BA-

MD has used and will subscribe to in the future in operating its network-controlled ("dumb")

payphones as a deregulated service. The tariffs made NCCL and NCNL lines available to both

BA-MD and unaffiliated payphone service providers under the same terms and·conditions.

BA-MD's proposed tariff revisions were initially presented to the Commission at its

Administrative Meeting on February 19, 1997. An attorney for People's Telephone, an

independent payphone service provider, appeared at this meeting and requested additional time

to review and respond to the filing. In consideration of this request, the Commission deferred its

decision until March 5, 1997, to permit this intervenor an opportunity to file its comments.

Peoples Telephone Company did not file any comments, however, and at the Commission's

4
Reconsideration Order at 1163.

Id.

6
The FCC held that "LEes are not required to file tariffs for the basic payphone line tor

smart and dumb payphones with,the Commission. We will rely on the states to ensure that the
basic payphone line is tariffed by the LECs in accordance with the requirements of Section 276."
Pa,yphooe Reconsideration Order at ~163.

3
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March 5, 1997 Administrative Meeting, requested yet another extension. The Commission

rejected that request and approved the tariffs.
7

AT&T did not raise any objections to BA-MD's filing at any time prior to or during the

Commission's March 5, 1997, Administrative Meeting. Instead, over three weeks later, on

March 28, 1997, AT&T flIed its Petition urging the Commission to rescind its approval and

suspend the tariffs,

AT&T offers no explanation or excuse for its delay, AT&T has been an active

participant in the proceedings before the FCC and was fully informed of the critical dates for the

filing and review of state tariffs.s This Commission should, therefore, reject AT&T's petition as

untimely.

Objections to Rates are Unsupported

AT&T offers no support for its speculation that the BA-MD rates for payphone access

line services "appear to be artificially high." (AT&T Petition at p. 6) BA-MD submitted full

cost support for its rates for the NCCL and NCNL lines which demonstrate that the rates are

cost-based, just and reasonable. Also, as noted in the Staff Comments, the rate for the COCOT

The Commission Staff had filed comments reconunending approval of the tariffs and
indicating that BA-MD was "submitting the filing as the first phase of replacing regulation with
competition in the payphone telephone industIj'." Comments Qithe IelecornmuojcatjonS
Diyision re BA-MD Transmittal No. 989 (TE-1866) February 12, 1997. The Staff Comments
also recited the provisions Qf Section 276 prohibiting a regional Bell operating company from
subsidizing its payphone service from exchange or exchange access operations and from
discriminating in favor of its own payphone service. Jd

8 , The Payphone Reconsideration Order specifically provided that state tariffs were to be
filed by January 15, 1997, not April 15, 1997, as AT&T represents in its Petition. (AT&T
petitjQD at p. 3) Thus, AT&T should have been fully aware that tarifffiJings, if any, would have
been filed by January 15, 1997.

4
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(Customer Provided Coin Operated Telephone) line used by BA-MD's competitors to operate

"smart" payphones is identical to the single"'business line rate and is less than the new NCCL and

NCNL rates.9 Thus, the rates that BA-MD competitors will pay for COCOT lines are lower thaI)

the rates that BA-MD will charge itself for NCCL and NCNL lines.

AT&T has made no showing justifying the suspension of tariffs based on the rates

established. Rather, AT&T's new found interest in these tariffs is simply an attempt to delay and

avoid its own legal obligation to provide BA-MD fair compensation for usage of BA-MD's

payphones for AT&T calls. 10

New Services Test

AT&T asserts that BA-MD's tariffs do not satisfy the FCC's "new services test." This is

not true. The "new services" test requires that the rate must, at a minimum, cover the direct COSTS

for the service. I I The test is otherwise not materially different from the state standard of '~ust

and reasonable" rates. 12 The new services test requires the establishment of reasonable rates, but

the FCC indicated that the test is flexible and it did not dictate that any partic~lar costing

methodology or specified loading be applied.13

9 StaffCOmments at page 4.

10 Effective April 15, 1997, AT&T and other !Xes must collectively pay $45.85 per month
per payphone to compensate for the dial-around calls to !Xes placed from these phones. BA·
MD's eligibility for this compensation required compliance with a seven point checklist,
including having effective state tariffs by April 15, 1997.

II

12

47 C.F.R. §61.49

Art. 78 §69(a)

13 47 C.F.R. §61.49; Amendments ofPart 69 ofthe Commission's Rules Relating to the
Creation ofAccess Charge Subelemencsfor Open Network Architecture, CC Docket No. 89-79,

5



As mentioned above, BA-MD submitted cost data to the Conunission for the NCCL and

..
NCNL lines. Those studies contain the direct costs for these lines and demonstrate that the

applicable rates are just and reasonable. Moreover, in compliance with the FCC's order of April

15, 1997, BA-MD will conclude its review of both these and pre-existing tariffs, and file any

revisions as may be required by the FCC's established deadline of May 19, 1997. If AT&T is

dissatisfied with any tariff changes proposed by BA-'MD, it will have an opponunity to comment

at that time.

Accordingly, AT&T's oppositions to the already approved tariffs as well as its request for

discovery and hearings should be rejected.

II. The Reduction of CCL Charges to Remove Alleged Intrastate Subsidies is
Neither Required Nor Relevant to the Suffieienc.y of the Proposed Tariffs.

AT&T bas confused and distorted the FCC requirements pertaining to the removal of

intrastate subsidies of payphone services. The Payphone Orders direct that each local exchan~e

carrier ("LEC") must file any tariffs needed to remove any interstate or intrastate subsidies of its

deregulated payphone services. 14 Thus) if purchasers of non-payphone access or exchange

services had historically paid rates that were applied to recover the costs of maintaining and

operating payphones, such indirect cost subsidies were to be removed as part of the deregulation

of the LEC's payphone service,

6 FCC Rcd 4524, (1991) 1[38. Nor did the FCC require that this Commission institute
extraordinary discovery or hearings as requested by AT&T. To the contrary, the FCC's ovm
review of federal tariffs typically does not entail such proceedings.

14 Reconsideration Order at 1163.
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Nothing in the Act or the Payphone Orders indicates that the approval of tariffs for
.....

payphone access lines should be conditioned on the independent requirement that any existing

subsidies of payphone costs from exchange or access charges must be removed. Nor bas AT&T

made any showing of how or why its claim for a eCl reduction has any bearing on the tariff

rates it has challenged. Therefore, the claim (or reduction in CCl charges provides no basis for

suspension or investigation of the tariffs for payphone line services.

Moreover, AT&T's arguments for a reduction in CCL charges are fatally flawed for the

following reasons. First, the requirement that carriers must now begin compensating BA-MD for

use of their payphones is not, as AT&T suggests, a direct "offset" for the reduction of federal or

state carrier common line charges. (AT&T Petition p.6). Second, the intrastate access charges

that carriers have paid in Maryland have not subsidized any portion of the intrastate costs of

operating BA-MD payphones. AT&T's claim for a $15.5 million reduction in eCL charges is

based on the absurd nOlion that 100% of all intrastate payphone costs have been borne by IXCs

and totally disregards the direct charges' that end u~ers have paid. In reality, BA-MD's intrastate

payphone costs have been recovered from payphone charges, principally coin revenue, and have

not been subsidized by any other revenue source or class of subscribers.

No Equivalency between CCL and Call Compensation

Section 276 (b) provides that all payphone providers (LEC and nonLEC alike) are to be

compensated for each and every completed call. In the past, lEe payphone providers were not

permitted to receive the commissions for presubscribed calls or compensation for dial-around

access code calls that !XCs typically paid to independent payphone providers. Thus, while an

!XC, such as AT&T, could receive numerous revenue producing calls from. a payphone that was

7
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maintained and operated by BA-MD, it paid no direct fee for use and upkeep of the payphone

that had enabled such calls.

The Payphone Orders establish a per call compensation ("PCC") plan based 'on an initial

market-based default proxy of 35 cents per call. Beginning on October 7, 1997, this pec will

apply to every completed call for which a payphone provider is not otherwise compensated,

including direct dialed calls using the presubscribed carrier and dial around calls using an access

code to reach other carriers. BA-MD will not only receive such PCC for its payphones, it will

also be required, as a carrier and operator service provider, to pay PCC to all payphone providers,

including AT&T, for BA-MD calls from their payphones. The obligation to pay PCC applies to

all carriers, not just !XCs.

In the interim, a flat monthly rate of $45.85 per payphone will be paid by !XCs as

compensation for 1-800 calls and dial around access code calls (e.g., 10XXX). This amount.

represents an average of 131 dial around calls at the 35 cent PCC rate and does not include any

compensation for calls made to the IXC as the presubscribed carrier of a payphone. While the

FCC conditioned LEe eligibility for this compensation on removal of intrastate subsidies as well

as six other preconditions, IS the compensation to be paid by !XCs was not calculated to offset or

correspond to the amount of any pre-existing subsidies from exchange or exchange access

services. It is, therefore, not surprising that AT&T cites DO authority for its unfounded and

fanciful proposition that the FCC "has directed the LECs' Common Carrier Charges be reduced

to offset that payment [$45.58r' (AT&T Petition at p. 6)

15 Id

8
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No Intrastate Subsidies Warrantin~ eeL Reduction Exist

Section 276 of the Act and the Payphone Orders require removal of intrastat~ subsidies if

they exist, but no removal is warranted if such subsidies do not exist. AT&T's argument for an

intrastate CCL reduction relies solely upon a superficial and fallacious analogy to the removal of

payphone subsidies in the federal arena. Federal CCL charges have historically recovered an

interstate payphone rate element equivalent to 25% ofthe total payphone costs borne by B-:\-MD

in Maryland, and BA-MD has filed FCC tariffs to remove these coSt5. 16 It does not follow that

the remaining 75% of costs that are allocable to the intrastate jurisdiction, estimated by AT&T as

$15,5 million. have been wholly subsidized by intrastate eCL access charges. (AT&T Petition at

p.9.)

The federal regulations identified pay telephone costs as an element of the carrier access

line charges.(47 C.F.R. §69.4). This eCL payphone subsidy in the interstate jurisdiction under

FCC tariffs was not only explicit, but logical. IXCs typically provide and receive revenue for

interstate calls from payphones. These payphones serve as a sales channel for the !Xes. BA-

MD had no means to recover interstate payphone costs from end user charges because it

generally provides only local or intrastate, intraLATA toll calls. Thus, access charges from the

IXes who benefited from the "sales" of interstate calls made using these payphones were

appropriate and necessary to recover the associated costs allocated to interstate usage. 17

BA-MD revisions to its FCC tariffs to remove this payphone element by reducing its
federal interstate eeL charges became effective on April 15, 1997.

BA-MD also imputed these charges to itselfwhen it provided interstate calls such as in
the Hagerstown LATA between western Maryland and West Virginia.

9



For intrastate purposes, however, the situation is significantly different. The CCL

'r

charges in Maryland do not contain any explicit rate element for payphone costs. Moreover, Bell

Atlantic has effectively been able to recover its costs through direct charges for payphone usage.

Bell Atlantic could and did charge end users for intrastate, intraLATA calls made from these

payphones. By definition, a subsidy could not have existed if these revenues received directly

from its payphone operations covered the intrastate costs for the operation of such payphones,

including the equipment, maintenance and collection costs. Revenues were derived from BA-

MD calls. The coin revenue that BA-MD received more than covered all intrastate payphone

costs so that not even an implicit subsidy from other revenue sources can be inferred. 18

The intrastate costs covered by BA-MD revenues were not limited to the costs

attributable to BA-MD calls. These payphone upkeep costs also enabled !Xes to receive

intrastate, interLATA calls as well as intrastate local and toll dial around calls placed through

IXCs from BA-MD payphones. Yet, no mechanism for recovery for such intrastate IXC calls

existed, so there has been no subsidy or compensation for the value IXCs have received on an

intrastate basis from LEC payphones. Thus, BA-MD is not receiving a ·'v..indfall" as alleged by

AT&T; it is AT&T that had been enjoying the windfall and must now provide compensation for

the payphones just as AT&T has historically compensated independent payphone providers.

18 BA-MD will provide the Commission documentation of these costs..

10
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Conclusion

Accordingly, BA-:MD respectfully 'SUbmits that the Commission should deny AT&T's

Petition in its entirety.

Respectfully SUbmitted,

BELL ATLANTIC· MARYLAND, INC.

By Its Attorneys

David K. Hall
Cecelia T. Roudiez
1 East Pratt Street, 8£
Ba1timore~ MD 21202
410·393-7725

April 22, 1997
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CABLE & WIRELESS. INC.

Via Federal Express
(601) 961-5489

August 13, 1997

Mr. Brian Ray
Executive Secretary
Mississippi Public Service Commission
550 High Street
Walter Siller State Office Bldg.• 19th Floor
Jackson, Mississippi 39215·1174

Re: Mississippi P,S.C, IariffNo..2

Dear Mr. Ray:

Uble ac ~ireless.. Inc
8219 L.eesbur& Pike

Vienna

VirJinia 22192

Telephone: (70!1 790·HOO

'97-UN- 497
Cable & Wireless, Inc. C"CWI"), hereby submits for filing an original and ten (10) copies of

revised pages of its above-referenced. tariff. Pages submitted with this filing are shown on the Check
Sheet located on 7th Revised Page 1.

--~~, By this filing, CWI incorporates a surcharge for caUs originated at payphones, to recover its
costs ofpayphone compensations, ordered by the Federal Communications Commission (''FCC''), in
FCC Docket No. 96128

Also enclosed is a receipt copy of this filing. Please dare-stamp the receipt copy and return it
to me in the enclosed self-addressed stamped envelope.

Should any questions arise regarding this filing, please do not hesitate to contact the
undersigned.

Respectfully submitted,

-%Ua/d/-
Etta L. Wolfe
TariffCoordinatorlAnalyst
(703) 734-4457

(Enclosures)

cc: Bill Wilkerson (w/enel.)
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CABLE &. W'IRELESS, INC.
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~ppiP.S.C. TariffNo. 2
7th Revised Page 1
CaDcels 6d1 Revised Page 1

Check Sheet

The pages of this Tariff are effective as'of the dale shown at the boa.om of each page. 0rigjnaJ and revised pages as
named below contain all changes from the origiIlal Tariff'that are in effect on the dale hereof.

fw
Title
1
2
3
4
5
6
7
8
9

10
I !
12
13

...14
15
16
17
18
19
20
20.1
20.2
203
21
22
23
24
25
26
27
28
29
30

Number ofReyjsion
0rigiDal
7th·
Sib
2nd
Original
Original
Original
Original
Original
OriginaJ
Original

Original
Original
1st
1st

Original
Original

Original
. Original
Original

1st
3rd
3rd
1st
Original
Original
Original
2nd
2nd
2nd
1st

3rd
3rd
4th

faG
31
32
33
34
3S
36
37
37.1
38
39
40
41

41.1
41.2
41.3
41-4

41.5

42
43
44
4S
46

Humber OfRcyjSjOD

2nd
4th

2nd
1st
4th
1st

1st
Original
3rd
4th
Sth-
3rd
2nd
1st

1st

OriginaL
Original
6th-
2nd
1st

Original
Original

·Pages submitted with this filing.

Issued:
August 14, 1997

By;
Doroa A. Smith, Regulatory and Tariff Supervisor

Cable & Wireless, IDe.
8219 Leesburg.PUce

Vienna, VirgiDia 22182

Effective::
September 13, 1997


